
CODclu8ioD

As the CPUc explains, the combination of facts and data -- and

not anyone factor standing in isolation -- leads to the incontro

vertible conclusion that the cellular carriers in the larger

California markets both possess and exercise the power to charge

supracompetitive prices and that regulation is required to ensure

that cellular subscribers pay reasonable rates, free from unjust

and unreasonable discrimination.

30



AFPIDAVIT

City of Washington
District of Columbia

Charles W. King, being duly sworn, deposes and states that the
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Table 1

California CeUular carriers
Earned Rates of Return - 1"2

Percent Return Percent Return
Net Pit. + Anets Total Assets

Wholesale (w/o Intang. Amort.) (incl, lmang.)
Principal Revenue Total Who...... Total WhoIesa..

carrier MSAs Owner(s) ($000)

Los Angeles ceUular Los Angeles McCaw I Bell South 315,12' 7'.12% 72.20% 76.24% 70.43%

Los Angeles SMSA Los Angeles PacTe11 GTE Mobilnet 2'3,512 42.30% 44.54% 41.04% 43.23%

Bay Area cellular san Francisco PacTe11 AT&T I Mccaw 11 130,352 131.50% 12....% 122.00% 111.37%
San Jose
santa Barbara

GTE Mobilnet san Francisco GTE Mobilnet, Inc. 101,431 21.10% 26.52% 21.01% 26.50%
San Jose
salinas
Napa
Santa Cruz
santa Rosa

PacTel Cellular san Diego PacTel 42,63' 22.17% 24.75% 22.55% 24.41%

Sacramento Valley LP. sacramento PacTel 31,117 5.03% 20.25% 2.39% 15.32%
Stockton

sacramento cellular Sacramento AT&T I Mccaw 11 37,157 137.16% 124.44% 86.'1% 10.53%

U.S. west C8Uular san Diego US west New Vector Group 33,286 -9.10% ....00% ....10% ......%

Fresno cellular Fresno AT&T I Mccaw 11 21,250 121.35% 120.12% 74.49% 11.50%



Table 1

California cellular Carriers
Earned Rates of Return -1992

Percent Return Percent Return
Net Pit. + As... Total As...

Wholesale (w/o Intang. AmoIt.) (incl, Intang.)
Principal Revenue Total Wholesale Total Wholesale

carrier MSAs Owner(s) ($000)

F....noMSA Fresno Comet CeHular I GTE 21,1. 21.31% 22.'2% 21.32% 22.7'"

Mccaw of Stockton Stockton AT&T I Mccaw 19,389 115.46% 14.1ft. 11.01% 64.51"

Ventura Cellular Ventura AT&T I Mccaw 11 14,144 30.71" 21.11" 21.00% 21.22%

Napa cellular Napa AT&T I Mccaw I PacTe111 9,021 63.22% 60.14% 3.....% 37.'2%

santa Barbara cellular Santa Barbara AT&T I Mccaw 11 6,120 -1.1'% -1.04% -1.33% -1.11%

Capl cellular Santa Rosa AT&T I Mccaw I PacTel11 4,921 49.27% 41.11" 40.0&% 33.62%

Salinas Cellular Salinas AT&T I McCaw I PacTe111 4,1. 15.11% 12.31% 11.91% 9.H"

Santa Cruz Santa Cruz N. D. Patel

Four SMSA's 914,211 51.59% 50.11% 47.11% 46.55%

ALL CARRIERS 1,015,210 56.11% 55.0&% 51.25% 50.13%

11 AT&T takeover of Mccaw is pending.
21 C8rrier reported $0 wholesale revenue.
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2
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numerous ads, one of which is a California ad in the

Fresno Bee pertaining to a May 19th, 1994 ad.

It is quite apparent that the cost of phones

4

5

was identified in direct testimony. And therefore,

this document should have been included in reply

6 testimony.
PI, As a matter of fact, three of the five ads

8 are dated prior to the date of reply testimony.

9 Therefore, I'll grant the motion.

10 Proceed.

11 MR. CASCIATO: Q Mr. McLaughlin, you were here

12 for part of you were here for the extent of cross-"

13 examination of DRA's witness this morning, correct?

14

15

A

Q

Yes.

There was some te~timony by him, and in

21 San Francisco/san Jose Bay Area?

24 other parts of California provide rate competition to

20 rate competition to the carriers in the

Yes.

And do you know whether or not resellers in

A

Q23

22

19 Do you believe that your company provides

16 fact, there were some questions through Mr. Weinstein

17 on Friday, concerning Whether or not resellers provide

18 rate competition to the carriers.

25

26

27

28

the carriers?

A Yes, they do.



28 anything else a reseller does that is not listed here?

""aLIC U~'LITtl!. COOoO"'•• 'ON ST...TI! 01' C ...L'"()ttNI''' ."'N ""......co.co CALI"O"NIA

19 BY MR. BURNS:

2494

Do you know which resellers specifically at

I know of Cellular For Less, Cellular

Could you please turn to page 2 of your

Good afternoon, Mr. McLaughlin. My name is

Good afternoon.

Q

A

ALJ GALVIN: Proceed.

Mr. Burns, we also have -- would you prefer

MS. TOLLER: I'm sorry. What was the last?

THE WITNESS: Business Cellular Services.

MS. TOLLER: Thank you.

MR. CASCIATO: That's all I have, your Honor.

ALJ GALVIN: And we have Mr. Hansen, he's not
"

MR. FABER: That's fine.

A

Q

MS. TOLLER: Yes, your Honor.

Q

Mr. Burns go first?

this time that may provide for rate plans that are

cheaper than the carriers?

Services, and Business Cellular services.

here.

1

2

4

6

5

8

7

9

27 discuss what certificated resellers do, is there

26 And referring to Question 4 where you

24

25 testimony, your direct testimony.

23

21 Truman Burns, and I represent the Division of

22 Ratepayer Advocates.

20

MR. BURNS: Thank you.

18 CROSS-EXAMINATION

10

16

11

15

17

14

13

12



1

2

4

5

6

7

8

9

forerunner to get cellular phones into the consumers'

hands.

And, of course, we didn't have the

opportunity to redesign our company. And therefore,

we tried to not bundle as much as possible unless

competition forced us to do so.

Q But market conditions did force you

to do that?

A Yes.

10 Q And that was because bundled products were

11 attractive to buyers in the market?

12 A Correct.

13 MR. MATTES: Thank you.

14 That's all I have.

15

16

ALJ GALVIN:

MS. PIERSON:

Ms. Pierson.

Nothing. Thank you, your Honor.

17 EXAMINATION

18 BY ALJ GALVIN:

19

20

Q I have a couple of questions.

You indicated that there are three resellers

21 that provide lower rates. You didn't know what

22 the rates were.

23 Do you know the range of difference between

24 the facilities-based carriers and those resellers?

25 A They are into 2 and 3 cents a minute, 5 and

26 $6 access fees.

27 It would be according to the different plans

28 1 they have.

"" __LIC. VTIL,IT,t:S co....,..'ooo ~ATI: 0 .. CAL'''OIllN'A SAN ""'AHC'SCO C.AL'ltO"'H'A



can be either received as a hundred percent if you

which may be a higher amount, also if you will run

along sometimes with the activation of a number that

2530

Would the monthly basic charge be

No. They would reduce that also.

Can you explain co-op advertising?

Co-op advertising is the money that goes

Do you receive commissions as a reseller?

No.

No.

Have you in the past?

Q

Q

A

A

A

A

Q

Q

approximately the same?

advertise using the carrier's name or as a percentage

an ad under the guidance of the carriers.

8

9

5

7

2

4.

1

10

11

1~

13

15 Q Have you received activation commissions?

16 A No. I'm sorry. If you're looking at any

17 financial statements, it will have activation

18 commissions from numbers that we activate for our

19 customers outside this area, not included in the

20 San Francisco-San Jose Bay Area.

21 Q What are C-l credits?

22 A C-l credits could be for roamer fraud, for

23 dropped calls.

24 Q Does pes install and repair phones?

25

26

27

28

A We install phones. We do not repair them.

We take them to a repair area for the customer.

ALJ GALVIN: Any redirect?

MR. CASCIATO: Yes, your Honor.
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••

•

1

2

3

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE

STATE OF CALIFORNIA

ADMINISTRATIVE LAW JUDGE THOMAS R.· PULSIFER, presiding.

MaRY ~BANSTQN, PATRICIA H. MC CALL, and
~GAN PIERSON, Attorneys at Law, of
PILLSBURY, MADISON & SUTRO,
225 Bush Street, P. O. Box 7880,
San Francisco, California 94120,
appearing for AirTouch Communications,
Protestant.

APPEARANCES;

DAVID M. WIMSON and DAVID SIMPSON,
Attorneys at Law, of YOUNG, VOGL,
HARLICK & WILSON, 425 California
Street, San Francisco, California
94104, appearing for L.A. Cellular,
Applicant.

PETER A. CASCIATO, Attorney at Law,
8 California Street, San Francisco,
California 94111, appearing for
Cellular Resellers Association,
Protestant.

•

•

•

•

•

5

6

1

8

9

10

11

12

13

14

15

16

11

18

19

20

21

22

'* '* '* '* '*

In the Matter of the Application
of Los Angeles Cellular Telephone
Company (U-3009-T), a general
partnership, to amend General
Order 96-A to permit cellular
radiotelephone service providers
to enter into Customer-Specific
Contracts.

PREHEARING
CONFERENCE

Application
94-02-018

•
23

24

25

26

21

28

*J. WALTER. WiBR, III, General Counsel of
Cellular One, 1750 Howe Avenue, 3rd
Floor, Sacramento, California 95825,
appearing for McCaw Cellul~r,

Protestant.

EARL NICHOLAS SELBY, Attorney at Law,
Law Offices of .Earl Nicholas Selby,
420 Florence Street, Suite 200,
Palo Alto, California 94301,
appearing for NexTel Communications,
Inc., Protestant.
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Let's find out what the pr.oposal is.

ALJ PULSIFER: All right. Thank you.

Mr. Selby?

MR. SELBY: Your Honor, just very briefly.

Mr. Casciato has already hit some of the

points that I would make regarding NexTel.

Mr. Wilson said NexTel is now in the market.

Well, the facts are that NexTel is in a very, very

limited way in a very, very small part of the market in

Los Angeles with approximately now a thousand customers.

To say that NexTel is in the market suggests

to the Commission that NexTel is everywhere the cellular

1

4

3

9

8

5

6

7

2

10

11

12

"~~ -" ~t."

•

•

13 carriers are.

•
14

15

Well, your Honor, I'm sure my client would

like to be, and it's aiming to be, but it's not there

16 yet. It does not have cellular voice service,

17 Northern California or the Central Valley, so to say

•

•

•

•

18

19

20

21

22

23

24

25

26

27

28

that NexTel is, quote, unquote, in the marketplace is a

misrepresentation.
"

Mr. Wilson knows that NexTel's not offering

service in most of the places where cellular carriers

are _.9ttering seJ;'Vice in..,.california.

The idea that NexTel does compete in

San Francisco and $acramento and Bakersfield, Fresno,

Stockton, San Diego, Redding, Chico, wherever you want

to name it, outside of the Los Angeles area, is -- is -

is -- is just incorrect.

We're not yet there.

• PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA
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34

Now, the way this is going, it looks like the

hearing is going to focus on NexTel and what NexTel is

3 doing, as if NexTel should be under the microscope,

4 which is really to turn this application process

6 client, and if that's the way the proceeding will go,

7 then that's the way it will go.

9 fact. And to say that NexTel is able to respond more

-'•

•

5

8

upside-down. But it -- I will have to confer with my

But those are certainly matters of contested

10 efficiently than cellular carriers I beg to differ,

13 may have its view as to whether NexTel can or cannot

14 respond more efficiently to customer needs than the

-•

•

11

12

15

your Honor. That is a question of fact.

Mr. Wilson may have his view and his client

cellular carriers with their two million strong customer

16 base.

17 We're going to disagree with that about that

19 of fact. And so at the heart of this application are

20 very highly contested matters of fact, and I think you

•

-•

18

21

one until the cows come home. It's inherently a matter

can tell from the emotion that Mr. Casciato just brought

22 to those points: that these are not points that the

23 parties are p~.pa~ed to just lia.down on.

25 if the Commiss1Qn i. going to make a decision in this

26 matter, it has to have a factual record on which to base

'-•

--,
24

27

28

These are very hig1l1y contested matters, and

its decision.

Thank you.

PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA



Articles relating to NexTel in The Wall street Journal and
The New York Times, August and september 1994



THE WALL STREET JOURNAL.
VOL. cxxxr ~O. 4.'1 * * *

IRadio Flier

,Old Dispatch Systems
Are Ticket to Riches
For Former FCC l\lan

Mr, O'Brien's :'-iextel Plans
A Vast Cellular ~etwork.

But Competitim\ Is Fierce

By t,Ar:'!'A" N."'IK ,1nd ['IF.~'iIS K:--;EAI.£
~rn" R""l'lr~,r. rtf Tlltr: ..... \, I ''''''~T In'·JII. ... ''.

:.:g\V YORK - In a .... ar'd "f cellular
phones and mlcrn'J.":i\'1:! 'nnsml~~lnn: cnil'
sider the 10..... ly ndlO'''IISP''l''~ bUSlnes~.

There are. after all, still milllon~ of
truckers. cabbies and plumhHs who rom·
munlcate with a dispatcher ,wpr the
crackly. scratchy systems on th"v won·
derfully old·fashioned racti',s

In this. Morgan E. O'Bnen sa..... npfl"lrtu·
nltv. Aformer staff m~mber ~t the F_drral
CommunIcations Commission. he thIJurht:
tr you could bUy up all ,)f tllese mllin
rr~quen~i~s. you could '7l,H<e a "~li,,"al

network out of them, transf',rm th_m lOt" I
sew rellular·phnn~system -and ,ulldrllly
h.,lct .1 prill! \I.""rth a fortune.

That is how \;r,~rel r:·)mm'IOltalinns
fnc. t:~me ;nt~ hf'in2' H0'.l,,' it ~ ...w. 1l"i10!:

stOCK. mort ~,!\rk

and th~n even mor~

stock, is }U~t as reo ,0,

markahle, Mr
I)'Srien has spent a
tolal 01 S~ billion to
assemhle aoollt a
thousand local ~is·

P!ltCPl systems. and
all but 51;,0 million "',-
of it Plas bet'n in the ~~.~____ '~
fOml of new shares. , ' .
:'it'~tel has dOUbled
its common shares ", . 0

since fOIOIr public ,'JOrt1"" E, O'Bnr1l
In January 1992 and' 
plans III almost triple thai 10 :m million
shal't!~ to lund two new deals,

RadIO dispatch l~ IPIP slP~hiJd 01 the
wireless world-the two-cups·and·a,slrlmr
s\'slem that (or fU vl'ars has dispatched
construction crews and Qlher blue'C(lllar
neets, Mr. O'Brien wants to rebuild hun
drl'ds 01 local systems to challenll'f' thl'
cellular !lllsinesses in each local m.'~f'I.

No one has ever lI'led this before. Some
outsiders say il can't be donl'. Nf'~tel's flnl
lest in Los Anll'ple~ hit' heen marred by
customer complaints anti lechn"/t'lrical
Illttchps. And on ~l(Jnday, a ke)' part of ~tr,

O'Artrn's ~lra'e!1Y tllllilp,,~l when ~II'I

l"nmmllnir.ations Corp.. whll'h had aJ:fl-'.'d
til In''':s/ ~I.1S /llilllln In :'ie~lel, un~ll'.,(·t·

,'~I~ p"lIrd 0111. iO part her"u," it "
wrJrrlt"d .1h1Ult !hp nlmllHnpnl:tf pncm.'t'r
In~ [Pill thai N",tel m<lst pull <Iff. ~h

,rUrlt-n IS raCln1( '" rp'ir'l" Ihp ~1CI Ch';ll
,Lnd ~1141lht" th.· rt'lu("!an: sUlhtr"s ,"nn·

c~rns

Wllh",,! .\lU, " •. ",'j " .1 "w,lrl Ifl il

l"n,1 o( ~lallls AT&T l'IIf1', " ,lr'lu/hnr
ho(~hHt ~kCaY9 (.'dlular COl1l1l1unic:afilll1s
Inc .. ,lnd rl\'als indude s" lIahy llells,
(in: Cnrp., anti SprlOl Cnrp, , multibillion·
dullar fllnyen; 'III, Anti Nrxlrl": Il~ nnnuni
,ale5 ,"t'r~ Ie" limn 5711 millinn in Ihl' fi""a!
Y.':lr t'ntl",1 last Marrl', whrn II !">sI...1 an

r "flrrafinll' los~ o( ~Inr',st ~I nlllll"II.
i T1lcSiirewd BunauCral
! A falr·haired, ~9,vear·nld lawvl'rraised
i and schoolpd in ~vash,"N't"n: M'mran

O'Brien IS a ...·Iel'an [pd,'raJ hllrenucral
who has buill Ne,tlel WJlh a shreWd sense
oC dealmakinr and a snIt, Klall·handinr
Sl\'le, ,\.' he tmllPlI II", h",.kwalprs I>r IIIe
outmode<1 disparch hu"nps~, IlIIyinll' up
undl'rprw"d I'rr>pt'r!i.,~ (mm 1lI1,/lphisli,
catt'd "wnt'r,. he kepi hI' rl',,1 molivp.
~ecn't: til transfnrm Ibe rr,llY'/luilt or
:1,spntrh systpms IOtn .\ s,nllie celhllar
n~~wltrk.

_ ~,=,:'(tel has dllnp a mallnli!" ..."r jnh nf

2
·')old,n. ln~ ,j~a/s, /lilt do I "H>k In th..

: I.'~ar-"'l"''''''.. [II,'fr,"," an, rI ::;("t' 111.,'111 (!nSlnK !.n,"
~:{I." .'.Ii s John SHlrk.'L who h"ads thf1

;r1r~" f'~I\III;'1r hUSlth''';''' Dr Sntlthwl'stprfl
f~.:'1t r:f1rp SHS;tn ra~~ont. an ana'y~r at
t~Il·.\·"'n ~.: C,), In BII!'iton. ,an,_ "~I''(rf'1 IS

. ,-'Tr:H (it h~'-rtmc jr~t'lf. :-:0"''''' II's ,I ·... hO'ol.· mp'

1, .. :"1"'.-.'
';flr r!. W11rr:. Hlsi,ts ~1·\t"l\ ~lr

I ,·Brit'n. S,.iirto\t' nn hllhrlS: "Our :'l(llXh'1
-;y~fem ;,;; 1 rp'pj;H',,"If1~n{ for rht' nae;onal
tt"lf'f\hnn~ Inrraslrill:!lJl'f'.·· h~ .;~y~. ('E!'lIu
l:~r titan, :otr~ nllrpl"j !n IIln t1niilt\~ {t'l'nnnl·
"ir~' ,In,1 mll~t j't~h'l\ld. tit' oil iris.. I rlont
~I-JI-n~ ~n ... ·" ,,:":\n rqp.' Willi ~h;H. rt!nn't think
••••. '. :jpd~r~rilflr11r.

Tltr Final ~m
"r I lBn ... ,. il!JJ rllt' I rl'\~mllL; l'IIll't! lin

,)' .... hll\H!;: llln~l' 1"trill'l 1I11~ ~ll""lh. ill,"rt' l "

II':': I" ';'ily a :ota! 5::. J DJU)I)O ,n ... [I\f;; to bUy

\1":""'\'1 Inc,s di~lla"'h J1r"prrlie~ ~nll
niall',I::"lnr, ":-;"w." 'Ir. (,'Br;pn rlfJat,.

Wf\ 11 ...·1"1 :"pr1h AnU'ril ii, Th,'r"'s nnthinL:"
I~fl to buv,'

ThIJS!i" i\rP str"n!.;' WIJrrts rrl1m ;,1 bUfP.:lU
,rat with IlItlt' ~'I'priellrr mnninr thf'
bu~ine~s,·' h.' h"ys. ~lr, (l'Rri..n spent Ihr
19~ns at th~ FCC••,ven..rinN' thl' Il~nsinr
of souped, "I' disp" tch syslems known as
SMR, [or speCIalized mobil~ radio. His
arnne ~n""'ledKeor FCC rilles - and ""w
In ~,..( around Iht-m - Wils rruna! ttl the'
:",'~tPI pffnrl.

~Ir (l'[lrtf'n sp~n( fht' 19'Ols a~ a W~~h'

rn~h," parlller at lhr la..- firm of .Jonp~,

lIay, H.avl' & P"ll'Ile. rel.rt'sentim, m",
~lll~·radlC' cllrnts at tho' FCC. Nntpl',
~r:lnd sch"II\" 0'1'''''' ffllm an ppiphany he
h.lct III 1~S7. ('pilular' phone systems WPrt'
,,,arin~ JR vallie. t>lIt l1isl'ntrh was larrely
IImorrct, cn'atinN' a hllRI' "vahlr I{ap," LMp
,Ine nlKht. ~hurrltnlC I'apt!rs "n his l1ininll"
n.'n, table, Mr, U'llrlrn sudtlPnl\' realiz_d
Iht' t .....n ItIrttl~trit"s Wt'''' Ih" "';lfW" Tht'Y

/'.',." .... 1'''''1' 1ft r,IIW _I i. f ',11,,,,,.., ,

O""I1/Urd FJ m/J Fi,. ..1 ('nUl·
lI~t' rht· sanw rl'~llIUT". Ih.' rildin'W,jl\,t'

"ipt'frrlJrH
l',sl'alrh al1ll ,·.'Jlttlar evpn liSp Ih,'

.... IUW n"lchn.lfltulItJ of ;ur",p'w-", sn.. mflif:J
111,,11 Th,' "n' /l,.,1 IIlt'n'lv ,·rt'al.'d arlifi
l·tal b,lrnt"'rs twrw,"'" ,t,.. "WII, 1...1'"r. Mr,
IfHnt'n lA'1.lIfh'n'd: Why ('uuifln't SllInt!onl"
lltl.\ ill' 4tlt-.lf' tt,~".ltd. ;lIrspar_' <In,1 rl"
hlllilt !h,' ,\- ... r"Ill'" mfll ,I n'lIl1l"r nPlwflrk"

,\iI U 1IIll'II L'HII'IIl'1 ~cr~uiliJe til, di.
"III~ I" I{lI I1n a shoppinll spree to assemhle
"'" 'lIId",rv"llIed properties. So he per
'Ui.'~~d hl~ Inw f,iml 10 (und the start· liP
cosfs n( elOinK It himselC. fie was an
rnlrppl'en"lIr trapl'eel in a lawYer's body:
. If..U 11k.' "'oll'one rontpmplRlinK it six.
[ h.lll~t'",u'nllum,'·

The ~'1nt Deal
In mlel·I%, Mr. O'Brlen and his part·

ners did Ihelr firs! deal, all'l'eeinll' to PlY 53
million (or two systems in F'rl'sno and
Rakersfleld. Calif. He had no finanelnr.
hUl knew the required FCC review could
drall nn (or months. (lvinr him time
In ra,se caJlllal. Soon aller, h~ hired
Rriiln D. ~ICAul~y as president. and
fnrmed Fleet C~1l rnc" which ,,"ould later
hecome Neltel.

rhen tne buyinr ~IC'IR,

,\Ir, (rBri~n and;\ sldeklrk. SPnior Vice
rre~,dent Jat'k A ~'arkell. st3rtl'd out m
I'!nrlda and California. arm~d W'lth an FCC
list 1)( systems. a Slack o( letters .,( mlent,
and heerpr~, ~ cellular phone ~nd spar~

t>a !leries. The\' ironed out deals 10 coffee
shops and din~rs, aiways drlvlO~ a rented
LIOcoln.

Sal llrallotta had opprated hIS radiO'
1ispatch businp.ss '" ~'i1waultp.efor most or
thr~p.decades without ~e!linll mu~h nOllce.
'" he .....as surpnspd when \fr, 0' Rnen
wnoe,j him to emharrassln~ le"ll'lhs over
five months m 1~~1l

~Ir. Drag'\ll" finally ca"ed in after
~le.ssrs. O'Brie.n and ~'ark~1I aTilled him
Ihrnil\rh br~akrast and lunch at thl' local
West Alice Eater.', wUlnll' on ,lOOut cash
flows and t""Jnomles o( srale, He couldn't
IInrterstand their pprslsten~e SI." million
inr d, tiny rti~pal('tl ('I'mpan~' np onf.!' hilt!
p ....~r h''.ll'lt or"

"I was SUSPICIOUS." ~'r Orail)tta says,
"hul the\' nffl'red Kood mnne\',"

James Hnpper, a Dallas' c"'fJWner (If
thrpe dlsuatrh S~'ste",~, SlIlI rrmembers
the dav Mr, IrRn"n ,trl!lIl'd IOtn hiS offire.
"!Ie had thIS air ab<"ll him tMt said 'We're
"OlOr 10 take <"'er the. 5MR network, with
"""II 01' without vim," ,. he' S:l\.'S. ~eXI ..1
h"UIIIlI Ihe thre; .i)'stl'ms In la'le J9~9 for
mor~ th;1R S4; million in cash, three limes
what ~lr. Hopf'l'r had expected,

In another d~al. ~Ies~rs. O'Brien and
\larkell hoJf'd up at a Red Lion hotel in
Snnta Darbara. Calif., and summonl'd dis'
flal~hpr .Jamp~ EVilns.

"Th,'\ were awfully f'l'rsua~i\'l'''' says
~lr, ~:\i1n" "'hn all'Teed 10 sell ,.'hen lIIr.
'I'Rn~n "rounded the price in just a kind of
nnnrM/anl m:tnner to a figure that was
'!Ir. hillhf!r IMn what , could e'lijlf'Ct.'"
I ....own'·r JIlIIn Franklin "'asn', con\'incl'd.
so th.' ;>;"XI.'1 elllu (mopeel ",'er tl) Mr.
Franklin's h"use /0 WI)O him nver a homl"
rlV'ketl meal. It worked,

,\II'!1sr~. (fBrien and lII,lrk~1l SOIln
hon,~t Ihp p~rfel't Illll'h fnr wary owners:
Th,' <1"f"I(('n IOdus/r}' IS elyinlr, The IKh·
lll'lll"}' l:;i tapprd 1.'11, ilnd cflllul:tropiP'ratnrs
IVIII ""n WlfII.' ""r di~palch ",,'ners :tiro
~eth"r hy "i1"ul,"~ ,1Ir11al ,p~hn(ll",c:",

"I.mk,· ,\Ir /I'lIr",n w(luld Sil~', f1lil~'lnlr()n

h" ~'L'r: pa,l .. I dnn't see the l"nK·lprm
('(lm,It"IIt",.. "·I"tllllf\.· of thr!'t Indlls,r\', ilnd
I· ..... ht',..n at II '0;11I"': 1~70_" -

Ttw dUH'h.'r: Ttlt' Will,' hl ~lIr"I\'"was tu
!'wll til ~."ttll. '

1"111:... rdllkh'd son", lflspafdwr,. whu
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Radio Flier: Nextel Pins Hopes for Cellular Riches
Nationwide on Lowly Two-Way Dispatch System~

IHow Next.' Grows

I
Nextellssues Stock." : While Price Fluctuates
Shares oUlstana,"~ In "1111005 W~~kl': cln~:na SIOr.k p"ce~ .'i~,,"[lalor~ for N!!1t!!I, MCI and Mo-

1

12o! Stiil-- Illrnl" hllddlf',1 vr~tpf'(fav artprnoon at th!!
I i i ~Ianhaltan Omr!!S of ~crs law rirm. but

I ~or----;;;.:::L5', ~s ,- - ,,"P1tpl exrcutives sloppl!d short of !!XprfSS'

1

1

'1 :o,:I.~."_' ,_-' -",- .,_.•_--.-Ji.· Jil~- Inl(~';<:~I~h:I'II~~~~:~I~f,~~~~~~~:~~
., I ~llTs cash "was nevpr the main purpoS!!"

, I IIf the ~ICI pact. and that II strateltlc

I I I I \',' 1Iliiance with the lonlr·distllncp. companr IS
, JO i . . " .J .... '-.;.;. -'1 th~"oal. Bllt ~Ir. n'Rri!!n Ismor!!hlunt. "A

I '"2 lit) ,,,. '"2 "" '9M I ,s'"l"d" alljanrp wHhom r~,<h is sllrt of500_'_."""'" '--------------.1, like y""r",I~r's kiss, Its Ju'l not that
------------- .11 'I pXWillg," h~ ~ays,

didn't like a Washington lawyer in sus' IJn,h,le'klpri :O;,'xlel t,pl(an .lSspmhhnll Mutual Bfneflts
penders tellin!f a blue-collar Industry thaI pmp.'rlles ,tl ,\ fllrl'''I<'' Ire Two-thirds of Some obs,rvers bp.lleve mlltual needs
it was bound for exunction. :ts total rllStnm~r b~s~ n." heen added Just Will pUSh ~ICI and :.'extel logether, ~ICI

"All these Wall Street Iypes have come In tnp past le<\1 In on~ Ihrpe·week span I, needs a Wireless partner to counter AT&T·
In tellinr ~'Ou all these great th:nis they're last I'e.lr, ~ir (I DrJ~n sll(npd ~3 deals to II ~Icc.lw. :.'exte!. a downscale vendnr un-
ltoing to do. but they don't knlJw a damn blly ~ I ~) Slt'Jl\S In Flonrla, At Imp. po10I. he kOllwn to >'IIPPU~S WIth pocket phones.
thing about radios," says Charles R. \"'15 hnrnflP(l [II learn h~ had orrered needs Mel's brand name ~nd cash, By
WellS, owner of ~Iobile l:HF Inc, In Garden <: 100.0110 to a puzzled enn<:lrllcllnll rontrac, early t99i, "'!!xtel plans to spend 52 billion
Grove. Calif" who rejected a :-;utel orrer, tor in :O;pw rork. Th!! ('..ntractnr, it turned and endure losses of half a billion more to
At a dispatch trade sh"w in Tampa in 1992. ClUt. dldnl F~n (lWn a syStl'm: he merely I rebuild the dispatch properties into a diri-
he publicly blasted ~extt!'s plans as had :l IIcensp li> Il~e a dispatch radio. tal-cellular n!!twork of t.OOO "C!!lls" that
"ml)nstrous," The 1:i<:1. best p'c'rf' was ~I/)Iorola's own I: can serve l.; million customers,

Dispatch owners t};>ically didn't knl'w r"rtfnll". which ~Ir. 1),l:lrien qu.'" View ~' .. But hUlre technical and markellnr ob-
how II) ~'alue the" buslness~s: man\' slacl!!s loom. raising the chance that Nex-

i couldn't even say how much recurring as "m\' ol:'sesslon, m\' ~IQbv Dick." The leI won't be able to transform the hodge-
rel'enue they had, ~Ir. O'Brren wanted III ~l(l(or~la 51'S terns wo'uld rOulrhh' double rodlre of outdattd dispatch systtms. Som!!
bid low: six'o1nd-a,half times a '..ear's cash :"extrl', rt;stomer base to 6.;0.000. add industry vel!!rllns doubt that curr!!nt dis,
flow. II (ortune for a dIspatch owner but a depth t,) :O;px;el channels and widen its patch customers, who ~pend "nl~ 514to SIS
fraction of the valu!! 'Jf a cellu:ar system, lccess to ~, st,lles lnd conceIvably W': of I per monlh per user, Will be wllhng to pay
So he hired consultants to wme articles in ;he population. tl cellular'style bills of 5;0 a month.
radio-dispatch Irad!! publications cilml: Last fali. :'lotorola altTted to sell about -f In addition, while .1 customer can
that measure as a [air value. Then he hall of lts~ystems 10 Next,,1. but decided to 'swuch to digital service for their two·way
clipped the articles and pr~sented them S~1I1hp rps! 10 :--ie~tel ril'als Oial Pal(e and radio transmiSSions, those that refus!! 10
When makin~ an ofl~r, he ,ay5 "np('omm ('''rp, lilKIn" slilkes 10 all ilflopt thp ne'" tprhnolfll:Y e\'pnllmlly wl)uld

When an owner balked, !olr. U'Brlen three. he forc!!rl off the N..~tel network some
gently admonished,'Thls IS a once-in' Enter Mel. which in latp Februarv vellrs down the road to mak~ room for the
a-lifetime opportunity, and rou'r~ !fOin~ to anOinted Nextel as its solp wlr~less pla~' dl~ital services. BIll becausl' :-;e~tel has
PIISS it up;" Whtn an !)Wner (jp\aYl!d. he and IIlCnoed to mvp,1 ,~UI; lllliinn ()~'I'r a l~w hnll!rhl mlJsl nmJflr properllPs, many such
cautioned: "I havp. a limited amount o{ yl'ars for a \7"; Slilk'.', Mel iOlI"J,ell an customers ma~' hllvP nowhere IlIlCO.
money to spend, and there are other deals Important conditIOn Ihal !rav,. it trouble Ou tl'rhnolol:Y, "Nextel IS pushinlr the
out thtre," Now and then. ;\Olr. O'Brien this week: It insisted that before the pnveIOfl'!." says i"ichnlas Kauser. chlel
would hand over a silcned contract. leavp it investment in i"extel Nuld prll('eed. Ne~tel lPchn/Jln!r}' otric!!r at ri~'l1l :'olcCaw, Next!!1
blank for the seller-and give him 2~ hOUr!< had to dose the deal on ~11llurola's as, hlll'es Ihe dlsl'all'h systems can serve ul' to
to return It. sets, ISfI limes as mlln)' customers as lIsulll by

"The way he puIS pressure on you. it's Nextel ....as embuldenl'l:l. but Molorola SwilChinll' to the cellulllr approach and
so disarming." says Daniel RudniCK, "'-ho worried lhat ;\OIC)'s pn,posed investment convertimc to di!rllaltransnllsslon, "Irs lin
sold his santa Maria, Calif.. syslem to would mak!! Nextelthe pre'eminent playt'r added rumplexlly," Mr. Kauser says.
N!!xtel. Mr, O'Brien offered S3 million for and "strand" Motorola's planned stakt' in ' Custumers have aoubts, 100, Bob .It
the live-year-Old business .... ith ~OO cus· Dial Page and OneCumm. says Ne~tel's llave's Towinll' in Whittier. Calir.. used 19
tomers and 3.000 radios - "mllr!! Ihan we ~lr. Mc"\ull'v, The Nextel solullon: Il~}' Ihe npw :-lex:pl phones in the Lt's Anll'eles trial.
could make in 10 years," Mr. Rudnick two rlllais and buy al/ t,f :'>loIorolli s diS' hut the pOOnes w()Ufd crash at least nnc, a
says. The (inal price was S:i million, patch buslOesses. . '. week, Onve" resortpd to paKers, "I

;\Olr, O'Brien makes no apologies for his Bul 10 the reVised pact earllt,r thIS wouldn't recommend I :'k~tell al thiS
approach, which mllde millionaires of a mnnth. ;\Olotorula 04'on veto powp.r ov!!r any time," says Robert St>lIers. th!! to""iftg
passel of small,time owners, ":'-10m and future :-le~tel deals - IOdudlOll' the Mel company's owner,
Pop are prl!lly damn smart. They took care IO~-estment. That has been nelllpsome .15 Nexlers Mr, O'llrien counter!< that the
of themselves," he says, Many sellers :'.I~I an~ MolrJrola h;l\'r blrKered In rccpnt snllK, will be workp.d \lUI. and he continues
concur, "They were more than lair," ~Ir, da) s o~er P~ICI', terms and technolol[Y. III hult! laith in the eplphanv he had in 19S,:
Rurlnick says, ....hlle ~Ir, () Brien tries til balance. Ih: Sprrlrum IS spt'Ctrum. and CPUII.,., and

,.\11 alon!r_ Mr. O'Brien Withheld his dlVprhll'tent demands elf fhp 11'0 h~,IV)' llispatch are really unp. and the same. "I
rellular secrpt. When :-;p~lellobbied at the weill' 5

f Th ' t'd 't' " I'. I' I'k' ~- I ft'el e~a~t1y like someone who wrote a plllYpce in 19!I" IIr waivers to rules that .1 epic Illn _Imp It s ..101 I • ',..~: and IS nnw l(oinl[ to set' 'I p~r{!)rmed:' he
limited how rapidly :'iexle! could asseml1le mnn. hul n'ally "'1' re morp like th.. hahy say" addinl[ IMl nil"" hI' ,,'alllS "In see if
lis systems_ thp lilinl( didn't play up !hp 10 IhlS ,h'l'utt', \lr, () IIm'n ~ay~. "II th,'s!' id~a, WI"V" had rnak., sense,"
cpllular anrle. ~mphaSlZlnl[ instead hnw 1\1 Tht' Sid,', I1fl't ;llmust ruund·th",c1lK·k
Improve dispatch ,~rVICP, By early I~·'l. thrllul(h lasl wl'l'kt'nd, Ihen n'lt'asrd a
Ne,tel had Wlln FCC apprnval. ,t~tern~nl ~l"nda\' ~a\'lnl( rt1f'\' had SI,,1t

lIt"t1 thf' ~rr'l c1";II,lnd ~'f'n' wllrktn~ lin Of'\\'

r.'rms
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MCI executives declined to elabo
rate on the obstacles, saying merely
that they were based on terms a~d
price. Though MCI had planned In
February to acquire a 17 percent
stake in Nextel for $36 to $38 a share,
Nextel's stock had dropped from $45
a share earlier this year to less than
$30 last week. :'vlaking matters worse,
MCl's stake would have been dilut~
to about 12 percent once Nextel IS
sued new shares to complete several
acquisitions of other radio dispatch
companies. •

. . But some analysts believe Nextel s

( " system had fundamental limitations
that were probably at the root of
disagreements over the company's
valuation. The problem is that Nex
tel's licenses, known as Specialized
Mobile Radio, or SMR, licenses, cover
less than half as many frequencies as
those for cellular phones cover.

To preserve good sound quality,
they argue, Nextel would have had to
serve fewer customers. "This thing
was not built to be a cellular system,"
said Jack Grubman, a relecommuni
catIons analvst with Salomon Broth
ers. "Something had to give some
where."

Consent Denied
Gerald R. Taylor, president of MCI,

said the technology problems would
havE' been surmountable. "The eco
nomics of that band are economical
In terms of providing service," he
said. "Motorola really dId have to
consent to the agreement, and they
just wouldn't."

Executives at Nexlel and Motorola
could not be reached for comment
tonight. Under the terms of the origi
nal deal, however, Motorola would
have had a bigger stake in Nextel
than MCI simply by trading its own
licenses for radio dispatch service
around the countrv. MCI would have
invested $1.3 billion, and contributed
its well-known brand name and
vaunted marketing prowess in long
distance communications.

Mr. Grubman noted that MCI had
uther wireless options, It can seek an
alliance with the GTE Corporation or
with a group of the regional Bell
companies, which are the biggest op
eralors of cellular phone service,

Two groups have already been
formed, each of which has hopes of
adding partners to form a nationwide
network. Airtouch Communications,
(he cellular operations recently spun
orr from Pacific Telesis Group, has
teamed up with U S West. And the
Bell Atlantic Corporation and the
Nynex Corporation are pooling their
cellular operatIOns into a single net
work running irom Maine [0 North
CarollO....

By ED'lt.:ND l. ANDREWS

MCISevers
Negotiations
With Nextel

Motorola Disagreement
Unravels Wireless Deal

\VASHI:"GTO:'-i, Se;)t. 1 - The MCI
CommUniCations CO:'poration for
mally ended a proposed $1.3 billion
deal with :"extel Communications
Inc., the company on which it had
based its plans for bUIlding a natIon
wide wireless telephone network.

Citing intractable disagreements
with Motorola Inc., a major share
holder in :'-iextel rhat had veto power
over a deal, il-1CI said today that it
had definitively broken off all talks.

"Although dIScussions were pro
ceeding along posll/ve lines with Nex
lei, any new transaction would have
required Motorola's consent," the
company said in a terse statement.
"MCI and :'<lotorola were unable to
reach agreement on terms."
No Wireless Strategy

By driving a stake through the deal,
MCI, the nation's second-largest long
distance carrier, is now left without a
wireless strategy at a time when
companies like the AT&T Corpora
tion and the regIonal telephone com
panies are racing to build big new
cellular networks.

The deal raises questIons about
whether MCI blundered in signing up
as a partner with !'\extel, a start-up
company that is trymg to offer na
tionwide cellular·like telephone serv
ice using radio frequencies set aside
for linking truck and taxi fleets. Nex
tel's technology, developed by Motor
ola, is still brand new and has been
running into problems m delivering
sound Qualltv on a par with cellular
It'1C'phones.
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Supporting the Regressions of Professor Hausman



Admitted:
California
District ot Columbia
New York
Oregon

VIA FACSIMILE

October 3, 1994

Mary B. Cranston, Esq.
Pillsbury Madison & Sutro
PO Box 7880
San Francisco CA 94120

Law OWn',.;
of

PET ERA. CAS C I AT 0
A Professional Corporation

8 California Street, Suite 701
San Francibco, CA 94111

Telephone: (415) 291-8661
Facsimik: (115) 291·8165

~'

Re: FCC PR Docket NO. 94-105 & CPUC l. 93-12-007

Dear Mary,

This 1irm is in receipt of a September 26, 1994 letter from Ellen S. LeVine, Esq. of the CPUC
to David A. Gross your co-counsel of AirTouch, requesting certain information from AirTouch
utilized by Jerry A. Hausman in your comments to the FCC in the abow-captiom:d PR Dockd.
This is to request that any and all such information that has or will be made available to the
CPUC also be made available to the undersigned as a party in this proceeding. Upon receipt
of this letter, please let me know if you have made such information available yet and whdher
you object to this request.

In a related matter, I note in AirTouch's September 29, 1994 Opposition to the NCRA R..:qu.:st
for Access to AirTouch Information in the smne FCC proceeding, that AirTouch asserts that

.it has not made confidential information available to eRA despite the requiremclll to dl) so
under ALJ Rulings of July 19, 1994 and August 8, )994, pursuant to non-disclosun.:
agreements. Please advise what information you have withheld and your justification for
violation of those orders. Alternatively, please provide the information immediately.

Thank you for your cooperation in this matter.

PAC:sc



Admitted:
California
District 01 Columbia
New York
Oregon

VIA FACSIMILE

October 3, 1994

Law Offices

of

PET ERA. CAS C I A T 0
A Professional Corporation

8 California Street, Suite 701
San Francisco, CA 94111

Telephone: (415) 291--8661
Facsimile: (415) 291-8165

Michael F. Altschul
Vice President, General Counsel
Cellular Telecommunications
Industry Association
1250 Connecticut Avenue NW Suite 200
Washington D.C. 20036

Re: FCC PR Docket NO. 94-105

Dear Mr. Altschul,

This firm is in receipt of a September 26, 1994 letter and a Motion to Compel from Ellen S.
LeVine, Esq. of the CPUC to you, requesting certain information from CTIA utilized by Jerry
A. Hausman in your comments to the FCC in the above-captioned PR Docket. This is to
request that any and all such information that has or will be made available to the CPUC also
be made available to the undersigned and Lewis Paper, Esq. as counsel to parties in this
proceeding. Upon receipt of this letter, please let me know if you have made such information
available yet and whether you object to this request. If you have provided the information,
please deliver copies to Lew Paper on October 4, 1994. His address is Keck Mahin & Cate,
1201 New York Avenue NW Penthouse, Washington D.C.

Thank you for your cooperation in this matter.

Ve~ I~Y.Yours,
'/ ti,
er~ ciata

ttomey for Cellular Resellers
Association, Inc.

cc: Lew Paper, Esq.

PAC:sc



Admitted:
California
District ofColumbia
New York
Oregon

By Hand

October 12, 1994

Mary B. Cranston, Esq.
Pillsbury Madison & Sutro
PO Box 7880
San Francisco CA 94120

Law Offices
ot

PET ERA. CAS C I A T 0
A Professional Corporation

8 California Street, Suite 101
s.n Francisco, CA 94111

Telephone: (415) 291-8661
Facsimile: (415) 291-8165

Re: FCC PR Docket NO. 94-105 & CPUC I. 93-12-007

Dear Mary,

This is in response to your letter of October 11, 1994 which was hand-delivered to this office
today at 9: 15AM. Your response is nothing more than obfuscation. The July 19, 1994 ALJ
Order indicates at page one that it is directed to all of the data supplied by the carriers
including the "capacity utilization rates," and does not provide for redaction pursuant to a
nondisclosure agreement. In the latter regard, that order requires the carriers "shall meet and
confer with CRA" to negotiate the terms of the acceptable nondisclosure agreement. As you
are aware, you never contacted me as required by the order. In lieu of a motion to compel,
this is to request that you provide all of the withheld data pursuant to a nondisclosure
agreement. In that regard, I enclose a copy of the agreement utilized and agreed to by CCAC,
the association of which AirTouch is a member.

As to the Hausman data, I understand that you provided that data to the CPUC as part of the
FCC proceeding. CRA is a commenting party of record in that proceeding and is entitled to
receive the data. Thus, please provide the data or this matter will be brought to the attention
of the FCC.

Finally, your unilateral determination that I am involved in the marketing of CRA is absurd.
CRA makes no marketing decisions. Moreever, I am outside counsel and have no such duties,
nor do I have such duties for CRA or any of my reseller clients.

I would appreciate your cooperation in this matter both at the FCC and CPUC level.



Admitted:
California
District of Columbia
New York
Oregon

October 18, 1994

Law Offices
of

PET ERA. CAS C I A T 0
A Professional Corporation

8 Ca1ilomia Street. Suite 701
SlUt Pnndsco, CA 94111

TeIeplIone: (415) 291-8661
FacsimD.e: (415) 291-8165

Michael F. Altschul
Vice President, General Counsel
Cellular Telecommunications
Industry Association
1250 Connecticut Avenue NW Suite 200
Washington D.C. 20036

Re: FCC PR Docket NO. 94-105

Dear Mr. Altschul,

I note with this dismay that you have not even provided me the courtesy of a reply or the
underlying Hausman data requested in my letter to you of October 3, 1994. I suggest that this
type of conduct does not further your case.

ttomey for Cellular Resellers
Association, Inc.

cc: Lew Paper, Esq.

PAC:sc



Admitted:
California
District of Columbia
New York
Oregon

October 18, 1994

Mary B. Cranston, Esq.
Pillsbury Madison & Sutro
PO Box 7880
San Francisco CA 94120

Law Offices
of

PET ERA. CAS C I A T 0
A Professional Corporation

8 Cali£omia Street, Suite 701
s.n Frandsco, CA 94111

Telephone: (415) 291-8661
Pacsimile: (415) 291-8165

Re: FCC PR Docket NO. 94-105 & CPUC 1. 93-12-007

Dear Mary,

This is to confirm that you have not responded to my letter of October 12, 1994 and not
provided the requested data concerning the Hausman declaration filed by AirTouch concerning
the Califomia Petition to continue to rate regulate cellular.

v:~v
p. er~~tato

ttomey for Cellular Resellers
Association, Inc.

PAC:sc


